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SUBJECT: AMOCO SUSPENDS DRILLING OPERATIONS IN ARGENTINA 

1 . LOCAL PRESS OF JULY 1 1 CARRIED SUMMARY OF AN INTERNAL 
AMOCO MEMORANDUM ADVISING ITS STAFF THAT IT HAD DECIDED TO 
SUSPEND DRILLING OPERATIONS IN ARGENTINA BECAUSE YPF HAD 
REDUCED ITS PAYMENT IN MAY FOR AMOCO'S PRODUCTION SERVICES 
TO $12 - 14 DOLLARS PER CUBIC METER. YPF, IN FUL- 
FILLMENT OF AGREEMENT SIGNED WITH AMOCO ON DECEMBER 24, 1976, 
HAD BEEN PAYING AMOCO 18-19 COLLARS PER CUBIC METER DURING 
THE JANUARY-APRIL PERIOD AND AMOCO HAD BEEN PROCEEDING TO 
DRILL TO EXPAND PRODUCTION. 

2. LOCAL AMOCO PRESIDENT CONEIRMED THE PRESS REPORT IN 
CONVERSATION WITH EMBOFE. HE SAID THAT YPE, MINISTER 
OF ECONOMY MARTINEZ DE HOZ, AND HIGH LEVEL OFFICIALS IN 
THE SECRETARIAT OF ENERGY ALL WANT TO PAY AMOCO THE PRICE 
AGREED UPON IN THE DECEMBER CONTRACT, BUT THE CONTRACT HAS 
NOT BEEN OFFICIALLY APPROVED BY DECREE. THE CONTRACT HAS 
BREN STALLED IN THE PRESIDENT'S SECRETARIAT FOR MANY 
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MONTHS AND, AS IN ALL RECENT MATTERS INVOLVING PETROLEUM, 
APPEARS TO HAVE ENCOUNTERED SUBSTANTIAL OPPOSITION FROM 
NATIONALIST ELEMENTS. SINCE THERE IS A CHANCE THAT THE 
CONTRACT MAY NOT BE APPROVED, YPF THEREFORE REPORTEDLY 
FELT IT HAD NO ALTERNATIVE BUT TO REDUCE PAYMENTS TO AMOCO 
TO THE RATE EXISTING BEFORE THE CONTRACT. AMOCO'S 
PRESIDENT SAID THAT IT MIGHT TAKE THE PERSONAL INTER- 
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VENTION OF MINISTER OE ECONOMY MARTINEZ DE HOZ WITH THE 
PRESIDENT TO BREAK THE LOG- JAM. IN THE MEANTIME, AMOCO 
IS CONTINUING TO PRODUCE OIL EROM EXISTING WELLS BUT 
PRODUCTION WILL PALL UNLESS NEW HOLES ARE DRILLED. 

3. COMMENT: AMOCO'S LATEST PROBLEM IS MERELY ONE MORE 
EXAMPLE OP THE ABILITY OF NATIONALIST, STATIST ELEMENTS 
IN ARGENTINA TO BLOCK OR POSTPONE IMPLEMENTATION OP THE 
GOA'S PRO-PRIVATE (BOTH LOCAL AND POREIGN) SECTOR POLICIES. 
THE PETROLEUM SECTOR IS A PARTICULARLY SENSITIVE AREA, 

WITH MANY ARGENTINES GENUINELY PEELING THAT IT IS A 
NATIONAL PATRIMONY WHICH MUST BE CAREPULLY PROTECTED AT 
ALL COSTS. ALL INDICATIONS TO DATE ARE THAT PRESIDENT 
VIDEI.A AND THE ECONOMIC TEAM ARE WELL AWARE OP THE 
POLITICAL DANGERS OP IMPLEMENTING TREE MARKET, PRO-PRIVATE 
SECTOR POLICIES AND THEREFORE ARE PURSUING THEM SLOWLY IN 
THE HOPE OPPONENTS WILL BE ’EDUCATED." 
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